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Proposed cuts in labor benefits coupled with the failure of government economic policies to make a
dent in Argentina's staggering unemployment increased participation in the second general strike in
two months and the fifth since President Carlos Saul Menem took office seven years ago. However,
the Menem administration appears adamant in its resolve to push through International Monetary
Fund (IMF)-backed labor reforms, making further unrest likely.
On a visit to Uruguay and Argentina in September, IMF director Michel Camdessus expressed
support for the Menem administration's economic policies, despite evidence of growing problems.
However, he also left economists in Argentina perplexed by what they perceived as contradictions
between his call for continued adjustments and a simultaneous call for measures to protect the
population's standard of living.
Economist Arnaldo Bocco called the statements of the IMF director "profoundly contradictory." In
mid-September in Uruguay, Camdessus said macroeconomic adjustments continue to be necessary
in the region, but he warned that "the pendulum has swung too far to the right." He said structural
adjustment programs have contributed to solving problems such as high inflation and the fiscal
deficit, but they have also sharpened social disintegration since they have not fostered sufficient
growth and they have not reduced poverty.
Camdessus's description of the region's economic problems rang true in Argentina, where the
GDP contracted by 2.5% in 1995 and where unemployment and poverty have been steadily rising.
Nonetheless, the day after the Montevideo meeting, Camdessus met with Menem in Buenos Aires
and recommended even more stringent fiscal and monetary adjustments, plus the loosening of labor
laws that regulate hiring and firing, a measure staunchly opposed by the unions. The vigor with
which the Menem administration embraced the IMF director's recommendations set the stage for
the latest confrontation with labor.
The 36-hour strike on Sept. 26-27 was even more effective than an earlier 24-hour strike on Aug. 8.
It brought activity in most of the country to a near standstill, as between 80% and 90% of workers
stayed home. The strike had the backing of labor, major opposition parties, small and medium
producers, and business owners. It was Argentina's largest union-backed demonstration in the past
20 years. The strike began at mid-day on Sept. 26 and included a public event in the Plaza de Mayo,
attended by an estimated 100,000 people. Rodolfo Daer, new head of the Confederacion del Trabajo
(CGT), blasted the government's economic policies. "The government has come up with a plan that
will mean the disappearance of Argentina as a country," said Daer. "We do not want to be a colony
at the service of the IMF."
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Some analysts said the protests benefitted the government by providing people a way to let off
steam, while not forcing Economy Minister Roque Fernandez to veer from the planned adjustment
policies. However, the government admitted that, although it had anticipated considerable support
for the strikes, the depth of the discontent expressed by the demonstrators took the administration
by surprise. About 25% of Argentine workers belong to unions. As workers' economic situation has
deteriorated, the unions have seen a resurgence in membership. Until 1989, the Argentine labor
movement was united in the CGT, but that year saw the break-off of the Congreso de Trabajadores
Argentinos (CTA) and, two years later, a second split led to the formation of the Movimiento de
Trabajadores Argentinos (MTA) as a faction within the CGT.
The latest strike followed a Sept. 12 massive "blackout" called by the political opposition to express
displeasure with the economy. During a five-minute period at 8:00 p.m., people were asked to
turn off their lights, go outside, and then bang pots and honk horns. The protest was organized
by the Foro Multisectorial, made up of the opposition parties Union Civica Radical (UCR) and the
Frente para el Pais Solidario (FREPASO), as well as small-business leaders, trade associations,
farmers, students, and retired persons. One television channel estimated that more than 70% of the
population participated, while the government insisted that the incidence was much lower. The
success of the protests clearly signals a rupture in the CGT's traditional support for Menem and the
governing Partido Justicialista-peronista (PJ).
Just last March during the annual meeting of the Inter-American Development Bank (IDB) in
Buenos Aires the union's pro-government leadership convinced members to honor Menem's
request not to hold a general strike, which would have embarrassed him and his administration
before the international financial community. In return, the government promised the union leaders
an increased role in economic decision-making. However, this did not materialize, strengthening the
hand of the more militant union leaders who called for a break with the administration.
On Sept. 19, CGT head Daer said, "We have given much for this economic transformation, but we
are no longer willing to blindly support structural adjustment." The administration's response to
the country's ongoing economic recession has exacerbated tension between government and labor.
Faced with a US$2.5 billion fiscal deficit in the first six months of the year a billion more than the
ceiling promised to the IMF the Ministry of Economy opted for a series of unpopular measures to
appease international lenders. The government had counted on much greater tax income than it
actually received in the first semester, making it extremely difficult to meet US$6 billion in planned
interest payments on the foreign debt. Frustration among workers increased even more when
former economy minister Domingo Cavallo announced a reduction in salary benefits just before he
resigned last July. His successor, Roque Fernandez, endorsed the measures, which were needed, he
said, to reduce the fiscal deficit (see NotiSur, 08/02/96).
In early August, Fernandez announced additional, even more odious, measures suggested by the
IMF. The trigger that brought the latest strike was the proposed changes to the labor code, which
would reduce severance pay and make it easier for companies to lay off workers. The measures
also include an increase in the length of a work shift from eight to 12 hours, a proposal to peg part
of a worker's salary to company earnings, and an end to some union participation in collectivebargaining in favor of direct negotiations between employers and workers. "The only thing the
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workers have left is the constitutional right to strike," said Gerardo Martinez, former head of the
CGT. "But if the government maintains its present posture, soon we probably won't even have that."
The unions said the proposed "labor-market flexibility" is just a euphemism for giving employers
an easier way to fire workers. While workers and union leaders are convinced that employers will
use such practices to lower wages and dictate workplace conditions, the administration and its
supporters in the World Bank and IMF insist that the changes will result in more employment.
That position is hotly contested by opposition leaders. "Actually, 40% of workers are already
working off the books," said labor lawyer Hector Recalde. "That already represents a 'flexibilization'
of labor laws because employers pay no taxes for those workers, but yet it has not led to the creation
of new jobs." Rodolfo Terragno, head of the UCR, also challenged the benefits of the measures. "If
labor flexibility were the formula for growth, Africa would be the most developed continent and it
would be in the First World," said Terragno, adding that, in the past five years in Argentina, "labor
costs have been reduced 12% and unemployment has tripled, from 6% to 18%."
Terragno said Menem has abandoned his political heritage. "It's an irony of history that Menem,
who claims to be an heir of Juan Domingo Peron, wants to transform the Argentine workers into
a work force of semi-slaves, carrying out this final offensive against the historic conquests of the
workers' movement." The influential Catholic Church has also grown increasingly critical of the
government's economic policies. In July, Antonio Quarracino, president of the Argentine Bishops'
Conference, read a five-point statement that said, "No plan or economic model can succeed if it is
not part of a political program that is developed within an ethical and legal framework that sustains
and controls it."
As people have become more frustrated with Menem's economic policies, labor's use of a general
strike has been gaining acceptance. In a poll taken last February by Centro de Estudios Nueva
Mayoria, backing for a general strike was only 29%, but by early August it had climbed to 42%.
At the same time, those voicing opposition to a strike decreased from 52% to 44% during the
same period. However, the support demonstrated during the most recent strike only seemed to
strengthen Menem's resolve to implement more stringent policies.
Following the strike, Menem lashed out at participants and at labor's threat to organize more
demonstrations. "They can have one or a thousand strikes, but this economic model is not revocable
and it is not up for negotiation," said Menem. "We are going to demonstrate that the one who gives
the orders and governs is the one who was elected by the people." Opposition leaders expressed
concern that the increasing polarization could have dire consequences. "President Menem ridicules
the people who are demanding changes in the economic model," said UCR vice president Melchor
Posse. "This frightens me. If the president does not take the lead and renegotiate the savage
adjustment imposed by the IMF, people are going to look for other solutions that no one wants."
On Oct. 1, Menem raised the political stakes even more, announcing that he would break the
unions' monopoly control of health care and social services. He said he would do so by decree,
bypassing the legislature. The unions administer medical health plans that ensure a high degree
of worker loyalty to the unions. The World Bank, in conjunction with Cavallo, produced a health
©2011 The University of New Mexico,
Latin American & Iberian Institute
All rights reserved.

Page 3 of 4

LADB Article Id: 55503
ISSN: 1060-4189

sector loan proposal that would, among other things, divest the unions of exclusive management
of the plans. Through the social services, which include the 309 programs that provide low-cost
medical assistance, the unions control US$2.5 billion annually to benefit approximately 10 million
workers. Cavallo strongly pushed for the initiative to "defend free competition" among the union's
programs and private health providers, which was first proposed by the Menem administration
in 1993. However, it was blocked on various occasions by the CGT, which vehemently opposes
the liberalization measure. Nevertheless, deregulation of these services was included in the
government's recent letter of intent to the IMF.
In response, on Oct. 2 the most militant sector of the CGT threatened another 48-hour strike for late
October or early November. "If the social services are deregulated, if they are turned over to private
companies, within a short time the worker will not be able to get an aspirin," said Hugo Moyano,
head of the MTA. CGT general secretary, Oscar Lescano, expressed indignation at the use of a
presidential decree to impose the change and said the decision was in retaliation to the CGT's new
opposition stance. "If the government deregulates social services by decree, it's going to encounter
even more opposition and the party will not win any election from now to 1999 (the next presidential
elections)," said Lescano. "Before the strike, the government said that there was no better formula
for providing health services than the existing system, now it seems to think the opposite." The
economic problems and Menem's hard line are taking a toll in the president's support.
During his re-election campaign, Menem promised "to pulverize unemployment," but he has been
unable to reduce the unemployment rate below 17.1% after it hit a high of 18.6% last year. On Aug.
23, Gallup released the results of a poll in which 80% of the respondents said they do not believe
Menem is capable of solving the country's problems. For 40% of those answering, the country's
major problem is unemployment, followed by corruption, poverty, the crisis in education, and
problems of justice. Sociologist Marita Carballo, director of Gallup in Argentina, said the situation
is concerning. "Menem's government is at a critical point," said Carballo. "The people perceive
the adjustment policies as unfair, and they are also becoming less tolerant of corrupt officials." The
widespread support in recent protests "shows that the Menemist cycle is at an end," said Carlos
Alvarez, head of FREPASO. "There is a double crisis of legitimacy: that of the economic model and
that of Menem's political leadership." (Sources: Washington Post, 09/18/96; Inter Press Service,
07/16/96, 08/07/96, 08/08/96, 08/23/96, 08/29/96, 09/12/96, 09/13/96, 09/27/96; New York Times,
09/28/96; Reuter, 08/14/96, 09/02/96, 9/25/96, 09/29/96; Agence France-Presse, 08/11/96, 08/13/96,
08/19/96, 08/26/96, 09/19/96, 09/28/96, 10/02/96; Spanish news service EFE, 08/16/96, 08/26/96,
09/01/96, 09/24/96, 09/30-10/03/96)
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